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NEW WEALTH: A STUDY OF THE SOURCE OF 

INCOME. 

THE word .income, as applied to the annual receipts of a 
rich man, means that amount of wealth which he draws 
from any source whatever without encroaching on his capital. 
The income of an individual, then, is conceived of as coming 
from new wealth in this sense, that it leaves his parent or old 
wealth untouched. Extending this from the case of the indi- 
vidual to that of the community, we should be prepared to find 
that the various incomes called rent, interest, profits, wages, are 
paid out of new wealth, and that they leave the former wealth 
of the community as it was. On the face of it this seems a 
truism. As a matter of fact I find the greatest vagueness as 
to what is meant by old wealth and, therefore, as to what is 
meant by the new wealth of which income is composed. It 
seems to me that the difficulty of the distinction has been 
overlooked, and that the relation between the two has not been 
clearly formulated. 

To give only one instance of this vagueness. In discussing 
the theory of wages, economists of late years have dismissed 
the old wage-fund theory, because it represented wages as 
paid out of wealth accumulated in the past, while, however 
wages may be advanced from previously existing wealth, they 
are obviously replaced from the value of the product, that is, 
from wealth just coming into existence. To say, however, 
that wages are paid out of product, encounters the equally 
obvious criticism, that many industries have no product — 
those industries, namely, which consist in personal services. 
These produce no value and price independent and outside of 
the servant. It is one thing to say that the collier is paid 
from the coal he raises ; it is really quite another thing to say 
that the cabdriver is paid out of his fares: although the two 



446 POLITICAL SCIENCE QUARTERLY. [Vol. IX. 

bear a surface resemblance. But both these theories of wages 
assume that we can make a clear distinction between old 
wealth and new — between capital accumulated in the past and 
new product; and to my mind the assumption requires more 
examination than it has yet received. 

This paper, then, has three main purposes : to formulate the 
distinction between old wealth and new ; to examine what is 
involved in the maintenance of old wealth ; and to inquire if 
income always leaves that old wealth untouched. In the 
course of the examination I think we shall find that our usual 
statistics of wealth give us little idea of either the method or 
the rate of its increase. I think we shall find that, while 
income is normally paid out of new wealth, there is at least 
one class of income which encroaches on old wealth. And I 
think we shall find also that the possibilities of social wealth 
are not exhausted in the amount of income drawn. 

The subject naturally divides itself into three: the concep- 
tion of wealth generally; the distinction and relation between 
old wealth and new ; and the relation of both to income. 

The first preliminary to an adequate conception of wealth is 
to clear away a common but very inadequate conception. The 
doctrine is not yet extinct that wealth consists exclusively of 
things having exchange value; in other words, that wealth is 
the sum of exchange values. 1 It should not be difficult to 
disprove this. 

A man starting life in a new country finds himself in pos- 
session of one or two desirable things in superfluity, within 
reach of many things on condition of laboring for them, and 
in presence of an infinity of things whose uses to him are not 
known. There is thus a curious difference between him and 
all other animals. By nature he is so little suited to his envi- 
ronment that he starves where the mere animal lives, and lives 
its full life. But, once armed with knowledge and a few tools, 

1 In political economy a word is indeed needed to express the sum of exchange 
values. But it is exceedingly unfortunate for a science which rests on an analysis 
of industrial life and cannot afford to neglect the common meaning of common 
words, that the older economists should have used the word wealth for this 
purpose. 



No. 3.] NEW WEALTH. 447 

man does what the animals cannot do. Not only does he make 
the earth produce at his bidding and according to his direc- 
tions, but he begins to remake his world — to put the matter 
and force he finds adapted to certain inferior races of beings 
into new arrangements adapted to himself. In doing so 
common sense says — what economics has sometimes denied — 
that man becomes wealthy. To the shipwrecked Crusoe his 
island seems at first a poor enough place to live in. As a fact, 
it is poor only to him, the last new animal who trespasses on it. 
It is rich enough to the living creatures whose original home 
it is. But after a few years the island becomes rich to Crusoe 
also. What do we mean by this except that Crusoe has 
rearranged his natural conditions ? The trees, which other- 
wise blocked his path, he has trained into an impenetrable 
hedge around his cave. The earth, which grew briers and 
weeds, now grows corn. The goats, which fled in terror 
from his approach, are feeding quietly in his paddock. His 
canoe carries him safely over the element which formerly all 
but drowned him. By all these rearrangements of condition 
Crusoe becomes wealthy. But none of them has exchange 
value. 

This, then, should prepare us to find that exchange value is 
not an essential characteristic of human wealth. We shall 
reach the same conclusion by looking at the normal evolution 
of a civilized community. The first social task essayed by 
civilization is, I imagine, the making of roads. There is no 
doubt that this adds to the well-being of any community, 
whether it be regarded as ministering directly to people's 
convenience and happiness, or as a means to the attainment 
of these ends. But when we inquire how the road appears 
on the balance sheet of the community, we find no figure 
against it. The road is a rearrangement of environment. It 
is a new condition which the pioneers have added to their 
common life. It goes into the same category as air and 
water and light, namely, a thing which we use but do not 
value. If we are taxed for its maintenance, it is as we are 
taxed for our municipal water supply, which none the less is 
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a condition of our life, and not a commodity to which we 
attach any valuation. 1 But roads are only an example of a 
kind of wealth which every community is constantly increasing 
without increasing its valued assets. Every citizen who does 
any reclamation or improvement of a permanent character and 
hands the new property over to the enjoyment of the general 
community adds wealth of this sort. Indeed, the task of a 
municipality is very much that of rearranging the environment 
of its citizens, and surrounding them with healthy and pleasant 
conditions within which they may grow and develop in freedom. 
It is able to do so in virtue of the large numbers with which it 
deals. It is true that there are few, if any, things which even 
the best municipalities can give their citizens quite gratuit- 
ously. They cannot provide free gifts like light and air. But 
they do enable us to get for a small sum a great many things 
that otherwise would cost us dear, and some things that we 
could not get at all. 

Now I submit that our ordinary estimate of human wealth 
overlooks these new conditions and changed conditions — just 
as few people perceive how much wealthier we are that we get 
our streets swept and lighted, or get gas, as we do in Glasgow, 
for 2s. 6d. per one thousand feet, or police protection for is. 
3Kd- P er pound rental. Who, for instance, ever thinks of 
valuing at its true figure the freedom to walk a city street 
after dark without danger to property, comfort, virtue or life ? 
Thus I would suggest that more wealth than we quite realize 
surrounds us in the unpriced form of rearrangements — new 
conditions — without which we should most certainly now feel 
poor. Civilization strikes the rock and the water flows forth, 
but we value the water no more than we did the rock. 

But there is a still more serious objection to looking for the 
conception of wealth in the " sum of exchange values." It is 

1 If this should possibly be doubted, on the ground that roads and other per- 
manent improvements sometimes appear in the calculations of the municipal 
economist, the answer is that, at any rate, they are not an available "asset." 
And in comparison with a community having natural paths, the possession of 
made roads would not be considered as adding to the former community a 
superior value. 
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that such values are necessarily expressed in terms of money. 
Now money is, as everybody knows, a most deceitful measure, 
by reason of its liability to increase or decrease. If the 
quantity of money increases, other things being equal, the 
price of everything rises ; that is, the value of everything 
seems to have increased, while the only thing that has really 
increased is the amount of one kind of wealth — and that, at 
the best, an insignificant kind. But the general condition of 
money is, that there is too little of it to do the money work 
as it should be done. In proof of this it is enough to quote 
Mr. Giffen: 

A fall of prices from period to period is substantially due to the 
necessary difficulty of increasing the stock of precious metals so as 
to keep pace with the multiplication of commodities and the multi- 
plication of the numbers of the people. The tendency, as a rule, 
among communities advancing so rapidly in numbers and in wealth 
as European communities do, including amongst them people of 
European descent, like the United States and Australia, must be for 
prices to fall steadily. 1 

If exchange value is taken as the essential characteristic of 
wealth, the general fact that money changes in value makes it 
necessary, after all our statistics of price have been obtained, 
to enter on another and a more difficult calculation, namely, as 
to how these prices have been affected by changes in the cur- 
rency. The special fact which Mr. Giffen states shows that 
the steadily increasing quantity of goods is represented by 
a steadily decreasing sum of value. It is very much as if our 
thermometer indicated fifty degrees Fahrenheit, while our senses 
told us it was freezing; the explanation being that the scale had 
slipped down during the night. 

But turning now from exchange value to value generally, we 
find a very serious constitutional defect in value as a measure 
of wealth. Surely the most obvious and recognized element 
in the common conception of wealth is that of abundance or 
plenty. But it is everywhere agreed that scarcity, or, as some 
would say, difficulty of attainment, is an integral element in 

1 The Case against Bimetallism, p. 74. 
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value. The result is that, in all measurements by value, abun- 
dance and scarcity may play similar parts. Take Gregory King's 
familiar calculation for England two centuries ago, that if the 
crop harvested was short by one-half, the price increased five- 
fold. Here the value of grain rises to a maximum ; but what 
raises it is the increase, not of the people's wealth, but of the 
people's want. This is enough to show that value and plenty 
do not increase simultaneously. But, indeed, the constant 
effort of every industry to produce cheaply is an effort to 
reduce the value of the single commodity by increasing the 
supply of the mass ; in other words, to diminish value by 
eliminating the element of scarcity. We hear so much of the 
blessedness of cheapness that I need not dwell on this. I may 
only point out that, as it is our constant aim to reduce the price 
of everything, that object would be completely attained if we 
could get everything without money and without price. It is 
seldom, indeed, that we can eliminate value altogether; we can 
only reduce it towards a minimum. Therefore, it escapes our 
notice that in many departments we have increased our wealth 
by really changing our environment, in the important sense of 
bringing a great many things very near to the category of 
free gifts, and to that extent taking them out of the category 
of valued things. 

I venture to conclude, then, that the "sum of exchange 
values " cannot be an adequate conception of wealth, inasmuch 
as we often find the same figures for scarcity as for plenty, and 
inasmuch as a great deal of what we all recognize as wealth 
finds no reflection or expression in value at all. 1 

If the difficulty of adequately defining the conception of 
wealth is acknowledged, it will be expected that there is still 
more difficulty in dividing wealth into old and new. After 

1 Of course it is obvious enough why economists have so easily assented to the 
common view. If there is to be any science, there must be measurement of the 
quantities with which it deals, and value is the measure in economics. That, 
however, is quite a different thing from the belief to which this actual and 
necessary measurement has led — that all is said as to the amount of the world's 
wealth when it is put into terms of value. On the whole subject, see Wieser's 
Natural Value, and the work of the Austrian school generally. 
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what has been said, we are not likely to think that the new 
wealth, any more than the old, can be adequately represented 
by exchange value or in terms of value at all. So, when Mr. 
Giffen tells us that of late years the national income of Great 
Britain has mounted from ;£ 1,200,000,000 to .£1,400,000,000, 
we shall not accept that as telling us the real increment of 
wealth during that period. 

Most economists now follow Newcomb in regarding wealth 
as a "flow, not a fund." Professor Marshall speaks of the 
"annual net aggregate of commodities," which he happily calls 
the "national dividend," as a "continuous stream always flow- 
ing." But the figure of a stream, like all metaphors, empha- 
sizes one feature at the expense of others. It does not indicate 
that what makes the stream continuous — if I may be pardoned 
the mixture of metaphors — is its constant death and resurrec- 
tion. The peculiar difficulty of conceiving of the increase of 
wealth is that we cannot throw off the idea of wealth as 
money. Thus it escapes us that wealth is not a constant 
possession ; not a thing which we get into our custody once 
for all and go on adding to. Wealth — the concrete, desirable 
things of which money is only the temporary mirror — is made 
for no other end than to be consumed. The moment it is 
produced it is already on its way to dissolution ; and if we do 
not consume it, nature, with her moth and rust, will. We keep 
wealth at a constant level, not by storing, but by continual 
consumption and continual reproduction of it. Here, then, we 
come to a proposition which is cardinal to my argument. It 
is that if man is to live on what we rightly conceive of as 
"income," he must every year not only produce this income, 
but replace his former wealth. And before we can say any- 
thing about new wealth, we must be quite clear as to the 
meaning and method of this replacement of the old. 

Let me state the problem. Taking land as the great alma 
mater, and the life of man as the end of economic action, we 
find, stretching between them, chains of productive processes, 
consisting sometimes of many links, sometimes of few. Take 
for instance the most prominent product of land — grain. This 
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grain is directly raw material. It is rapidly manufactured into 
the finished good — food; and food, of course, passes away in 
supporting man's life. A longer chain is found in the case of 
processes beginning with green crops and roots. Grass mainly 
builds up the structure of those most useful animals, the sheep 
and the cow. On one side, the flesh of these animals is in 
the same line with grain : it is a raw material which passes at 
once into food. But other parts of the animal, as fleece and 
hide, are raw material which has to pass through many and 
long processes before they come into the same finished cate- 
gory as food. Longer still, perhaps, are the processes which 
start with plants like cotton and flax. These, also, are raw 
materials. Through many stages they pass into various clothing 
fabrics, and wear away their life in keeping in the animal heat 
necessary for the maintenance of man's life. Not substan- 
tially different is the industrial course of mining products. 
Such things as the metals, coal and stone are raw materials 
which pass by manufacture into innumerable goods and finally 
subserve many sides of human life. 

From these chains of production — which will be under- 
stood, of course, as only typical and illustrative — it becomes 
clear that " all living comes from the ground," and is, immedi- 
ately or at one remove, raw material; that it passes next into the 
shape of " consumption goods," and finally perishes, quickly 
or slowly, in sustaining and filling the life of man. By con- 
sumption goods, or consumers' goods, in economic science, we 
mean all forms of wealth that wear out and pass away directly 
and without ulterior intention in sustaining and beautifying 
human life. And by " life " we mean not simply the physical 
life, but life on all its sides — intellectual, aesthetic, moral. 
Thus, consumption goods range from the necessaries of life to 
the purest luxuries; from the firework to the public building; 
from the picture to the park. 

However great, then, the bulk of land and capital in our eyes, 
our real concern is with these consumption goods. They alone, 
in the last resort, are our wealth. For them and toward them 
all other forms exist. In fact, everything from the land down- 
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ward is in many respects best conceived of a§ consumption 
goods in the making. But, just because of this, it is of the 
utmost importance that we maintain unimpaired all those forms 
of wealth from which the consumption goods finally come. 

Now, on the productive powers of land and of what — to 
give a clearer conception to the important part played by 
capital in national economy — I may call "machinery," depends 
primarily the amount of goods which we get to consume. 
And these two must go together. It is not sufficient that the 
earth should be capable of yielding more material, if the ma- 
chinery which is to work it up does not keep pace. As, then, 
the increase of the one is limited by the increase of the other, 
there must be a balancing of the production of the material 
against the production of instruments. This, however, is 
automatic, and arranges itself by the reciprocal forces of 
supply and demand. Our problem, then, is to consider how 
these two are maintained in their dynamic efficiency; that is 
to say, how these two kinds of old wealth remain undiminished 
by the new wealth which comes from them. 

With regard to agricultural produce there is not much diffi- 
culty. Here is a field where the crop harvested last year 
serves as food to the field laborers while they produce this 
year's crop. Each spring so much seed is buried in the 
ground. Each autumn it reappears in manifold, the difference 
between the seed and the crop being that from which the 
capital used up and the wages paid must be replaced. This 
production is a " stream." The earth is a perennial source of 
wealth. 1 The crop comes from its depths as water flows from 
a spring. There is no remaking here to keep up the level, for 
earth makes itself. 2 Thus I say that the maintenance of 
old wealth in this case is simple. 

But what we do not sufficiently realize is that agriculture is 

1 1 confine myself here to agricultural produce. It will not escape notice that 
many of earth's harvests are exploitations — the using is the using up. The 
limitation is justified, I think, if we remember how growing civilization puts 
practically endless stores of minerals and metals at our disposal. 

4 Of course man does remake much of it, but, left alone, it would remake 
itself ; and, besides, repair is not replacement. 
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not a type of all production. Earth is sui generis. It is the 
one and only instrument of production which never wears out, 
and is always capable of giving back in manifold the seed 
sown. Compare agriculture with any other productive process. 
Say that we put one hundred pounds of raw cotton on the table 
of the "scutcher," and pass it through all the processes of 
cotton spinning till it comes out from the mule as the spinner's 
finished article, yarn. It will always weigh less than one hun- 
dred pounds, never more. So it is with all manufacturing. By 
no possibility can we multiply the raw material or make it grow 
in the process. And, moreover, in doing its work the machine 
wears out, and no amount of lying fallow will give back the 
life to that machine. But, if wealth is to remain at the old 
level, the machine must be replaced before there is any addi- 
tion to wealth. If the machine dies in giving birth to merely 
the same amount of wealth as was embodied in it, there is no 
increase whatever. 

If land were in the same position as machinery, it would 
wear out in yielding its crops, and the crops would require, 
besides the feeding of the workers, not only the sowing, but 
the remaking of the ground. The demands, then, on old 
wealth are not so great in land production as in mechanical 
production : and if machinery is to increase, we shall have to 
find an explanation of. the enormous productivity which replaces 
it as well as makes it yield its proper harvest — for the cloth 
is the harvest of the loom as truly as the grain is of the 
land, and the machine's proper work is only begun after it 
has produced enough to reproduce itself. The explanation is 
that, in mechanical operations, man gets control of natural 
forces which produce greater results for him than do those 
which he has control of in land production. It is a wonderful 
thing to see a seed reproducing itself a hundred-fold. But it 
is still more wonderful to see a force of a thousand horse 
power generated by the resistance of boiler plate to the 
expansion of steam, and to see that power conducted along 
belts and wheels and shafts to change a common insignificant 
plant into clothing. If agriculture amounts to the multiplication 
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of seed by the hundred, what shall we say of manufacture 
that multiplies man's strength by the thousand ? We are 
apt to overlook the peculiarity of this phenomenon from the 
fact that we do not often see machinery directly multi- 
plying itself, while we do see the seed reproducing itself. 
The reproduction we see in the case of capital is the reproduc- 
tion of value, not of similar substance. The body of the 
machine dies, not in giving birth to another machine, but in 
creating another kind of body which has no likeness whatever 
to the parent, except its soul of value. The .£100 that the 
machine costs passes into ^100 worth of commodities. This 
is what makes it so difficult to understand the particular repro- 
duction of wealth of which we are speaking. But it is not 
impossible to see machinery reproducing itself. It is true that 
a locomotive does not directly produce baby locomotives, but 
it does contribute to the making of hundreds of locomotives. 
And we may actually find a machine shop reproducing its 
tools over and over again before the parent tools are worn 
out. 

Now that we know what replacement means in the case of the 
dynamic forms of wealth, we go on to ask what shapes the new 
wealth takes. There is not much difficulty in this after what 
has been said. The principal form is, of course, that of income 
— which we shall consider presently. But beyond this there 
are at least two other forms. 

One is the increased productivity of the land, the practically 
indestructible source of raw materials. This fountain and 
source of wealth may flow more abundantly. As a fact, we are 
only beginning to understand how adaptable the earth is to 
man. We have mastered the uses of only a few things, but 
any one who has the prophetic vision of science knows that 
the horizon of production is every day widening. Civilization 
presents a perpetual course of reclamation, at the same time 
that cheap and rapid transit is drawing the consuming world 
closer to its supply. On the whole, we are justified in saying 
that we have yet little idea how deep and full this source of 
wealth is. 
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The second form which new wealth assumes is the invest- 
ment of machinery, or concrete capital, in larger, more power- 
ful and more durable forms, because of the extension of 
manufacturing processes in time. The present tendency of 
production is to invest labor in processes that take longer 
and longer time. Thus, not only is fuller advantage taken 
of the division of labor, but more powerful forms of natural 
force are got under control. As the time which elapses 
between the first processes and the finishing of the goods 
stretches further and further, the capital to carry on these 
processes goes on increasing. But in the end the output 
of goods is enormously increased. The longest way round is 
the shortest way home. 

The progress of wealth, then, may be shown by this dia- 
gram: 




The innermost circle represents the productivity of the 
earth. The widening set of concentric circles represent the 



No. 3.] NEW WEALTH. 457 

production processes and machinery. The outermost circle 
represents consumption — actual destruction of the wealth 
made. In the progress of wealth we have looked at, the inner- 
most ring is enlarged by finding and opening up new springs, 
and the series of rings which represent production and its 
lengthening processes becomes more numerous. The result is 
that every day a fuller stream of new wealth falls over into 
the circle of consumption. 

And now we are ready for the consideration of income. Let 
us be sure, however, of what we mean by this. Income is not 
coextensive with that which we consume every year. It is 
simply the amount of wealth which comes into our disposal or 
command every year. It is in a confusion of these two things 
that we find the origin of the common notion that what one man 
gains in income, another loses. This is true only of that part 
of income which a man consumes. But, evidently, when this 
power comes into a man's hands, he may deal with it in many 
other ways — may transfer it, may lend it, may postpone doing 
anything with it. It is money again that misleads us. We 
spend our money : we consume only our wealth. 

Nor is income coextensive with new wealth. It consists only 
of that portion of new wealth which I have represented as the 
outer circle, that of consumption goods. This, however, is not 
immediately obvious, and must be proved. 

People draw their incomes in the shape of money. But, of 
course, money is only the temporary abode of a certain amount 
of value, and the real income is what this money is converted 
into. 1 Now a great many people do not convert their money 
income into the goods which they intend to consume. They 
invest part of it. This is one of the facts that make us 
hesitate at the statement that incomes consist of consumption 
goods. But what is the meaning of this investing? Is it that 
the income receivers do not wish consumption goods? By 

1 In order to look through this money economy to its essence, we may figure to 
ourselves that society is a person who produces all the goods he consumes and 
more, and draws his income in that part of the products on which he wishes to 
live. This lets us see that real income is the finished goods which a man buys 
with his money income. 
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no means. They invest with the deliberate purpose of having 
some day more goods to consume. They voluntarily postpone 
taking their share of finished goods ; or rather, they take 
them and hand them over to other persons. For just as the 
grain is kept alive to reproduce itself by being buried in the 
earth, so are finished goods generally kept alive by investing 
them in the bodies of laborers. 1 Thus those who postpone 
their consumption take claims on the future instead. But it 
is on the future finished goods that they take claims. Though 
it may appear at first sight as if they got paid by taking claims 
on the instruments of production, the truth is that they thus 
acquire claims on the products which these instruments are to 
turn out. 

There is another consideration which might lead us to think 
that some incomes do really consist of claims. To put this 
clearly, let us eliminate money. Figure society as a circle of 
half a dozen workers, each producing something that the 
others want. They exchange their products each with the 
others, and at the end of the day each has his share of what 
all have made. It is in order to get these finished goods from 
each other that they work and produce. They would never 
think of producing at all unless it were in order to get things 
to consume. They would never add to their tools unless it 
were to make these tools more fruitful. They would never do 
anything to their fields and mines if it were not to get from 
them some time or other more consumption goods. Now, 
as these men grow in knowledge and skill, their labor 
becomes more productive ; they may produce more consump- 
tion goods. But they may desire to increase their dynamic 
wealth ; and in this case they will content themselves with 
putting out very few finished goods — just enough, say, to live 
on. Thus they may so arrange that three of their number 
will produce the bare necessaries of life for the six. The 
other three workers will invest their labor in processes that 

1 By this investment we throw back the finished wealth we do not consume, 
through the medium of labor, into the circle of production goods. It is chiefly 
from this saving that the earth becomes more fruitful, that tools are made and 
that manufacture can extend its processes. 
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take, we shall suppose, two years. From these processes they 
will get no finished goods for two years. But are they, then, 
to have no income during that time? The course of events 
will be that the first three workers lend the second three half 
of the necessaries they produce, and take claims on half the 
future produce of the long process. Thus, at the end of the 
first year, the first workers get the consumable part of their 
income in their own finished goods. The other part of their 
income for this year consists of a claim to half the produce of 
the two years' process. The second workers, again, get their 
consumable income, also, in the finished goods of the first 
workers, for which they have mortgaged half their two years' 
produce, and they hold in their hands the half-finished products 
of their own long process. At the end of the second year, the 
first workers get their income, half in their own finished goods 
and half in the now realized share of the produce of the long 
process. At the same time, the second workers get their 
income, half from the finished goods of the first workers and 
half from that part of their own two years' process which 
remains unencumbered. 

What becomes evident is that both first and second workers 
really get their income out of finished goods. The total 
process — the total harvest — is a two years' one. The produce 
consists partly of goods turned out annually, and partly of 
goods turned out biennially. But, inasmuch as men have to 
live from day to day and not from harvest to harvest, it appears 
on the surface as if some people got paid in actual goods and 
others in claims. This is, however, nothing more than the 
social arrangement by which some are set to produce the 
goods for which man cannot wait, while others are fed by those 
goods on condition of investing their labor in processes that 
are more prolific but that take time. The fact is, we are 
misled by the calendar. Instead of looking at labor as pro- 
ducing an annual harvest and making all our calculations by 
the twelve months, we should think of it as producing a 
progressive harvest, — some crops ripening this year, some 
next, some next again, — the income appearing all the time. 
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Income, then, is taken primarily in claims, not in finished 
goods, in two cases: first, where people do not wish to con- 
sume, but to invest ; and, second, where the labor which pro- 
duces the income is invested in processes that take time before 
there are any finished goods. But in both cases I think we 
may take it as shown, that income is really always in finished 
goods, although some people may delay taking their finished 
goods for years, and others must delay, owing to the long 
distance of their harvest. 

From all the foregoing discussion there are two conclusions 
to be drawn. The first is that, while income is normally 
paid out of new wealth, there is at least one class of income 
which encroaches on old wealth. It is easy to see that 
our increasing wealth manifests itself, not only in greater 
masses of commodities and in finer qualities of commodities, 
but in a great variety of personal services. Now what is 
the "service"? I am afraid it is not always appreciated 
that, in the making of the servant, we really sink labor and 
capital in the making of a special kind of commodity. One 
man makes a piano : another plays on it. The two are neces- 
sary for the joint product, music. When the piano is made, 
every one can see that labor has added a tangible wealth to the 
world. But when the player is made — supposing that exactly 
similar sums of wealth are sunk in his subsistence and training 
— we do not consider him personally as so much wealth. But 
why not ? He has added so much to what the world desires 
that, while people will give no more than a guinea a month 
for the hire of a piano, they will give a guinea a night for a 
pianist. To see the economic consequences of this, compare 
the servant with the artisan. Take the singer as type of the 
servant. Here is a person in whom wealth has been sunk 
and has perished, just as in feeding and training the artisan. 
But when the " sink of money," as we appropriately call it, is 
past, what is the difference between the two? The artisan 
disgorges, as it were, all the wealth sunk in his apprenticeship ; 
gives it back gradually to the world — not without interest — 
in the shape of goods from his hammer and chisel. The singer 
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appears on a platform ; exerts his vocal chords ; we pay five 
shillings ; and the world does not put itself down as any richer. 

The fact is that, year after year, wealth is sunk in making 
what we might call "human commodities." Yet, although we 
recognize the value of these commodities, they do not appear 
in any balance sheet to our credit. Indeed, they appear on the 
other side of the account — as a charge against us. A common 
way of calculating wealth is to take the sum of commodities, 
divide it by the number of persons consuming them, and thus 
get the wealth per head. The more commodities, the more 
wealth ; the more participants, the less wealth. And here are 
painters, players, musicians, teachers, clergymen, domestics 
— our " human commodities " generally — appearing on the 
balance sheet, not as wealth, but as those for whom wealth 
exists and among whom it is divided ! 

The peculiar difficulty in estimating the economic position 
of the servant is that he does not usually stand alone, as the 
typical singer does. The service generally goes with the 
commodity. The majority of workers perhaps are engaged in 
serving humanity by making tangible goods. But goods once 
made require to be served and ministered to the consumer. 
The joint is naught without the cook, and the dinner naught 
without the waiter. Some commodities require a great deal of 
service to a small amount of goods ; others require just the 
contrary ; and some goods are so impalpable that the wealth 
seems to be all service and no goods. What we pay for is the 
song, but the singer catches our attention. Here, then, is 
perhaps the greatest difficulty in estimating the sum of wealth; 
that we are converting the raw material of the world, not only 
into commodities which we consume, but into commodities 
which consume ! 

Now it seems to me to be a tendency of civilization to put 
more of its added wealth into service : as we grow richer we 
engage servants rather than buy commodities. And one thing 
which seems to go far in confirming this is, that society now 
supports — and gladly — a great many people who add nothing 
material. Once if a man had hinted that he would like to be 
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a poet, a player, a singer or even a journalist, he would have 
been looked at with curiosity and even suspicion, and for an 
intelligible reason. When bread and butter were scarce and 
were got by hard labor, it did look curious that a man should 
expect other people to share their bread and butter with one 
who did not produce in return something as tangible and 
nourishing as bread and butter. But with the growth of 
wealth, all these occupations have become legitimate and 
honorable callings, wherein it is recognized that men give 
value for value, and there is a par of exchange between the 
products of the hand and those of the brain. Indeed, one 
would be inclined to say that the trend of matters is towards 
a future where service will be recognized as the true contribu- 
tion of man, the making of commodities being relegated to 
machines and to those persons most like machines. This, 
then, is a case where the workers do not produce their own 
incomes, but live upon other people. Their various services 
are no doubt value received. We are happier ; it is to be 
hoped, healthier and better for them. But the economic 
question is : Can we afford them ? He is a rich man who 
can allow his horses to " eat their own heads off." It is a rich 
community which can allow many of its members to perform 
that feat. If a man cease to produce, and spend each year 
more than people will pay him for the hire of his wealth, we 
say he is " living on his capital." Is it not possible for the 
world to do the same if it turn its sons and daughters too soon 
into servants P 1 

There is a second conclusion which I should draw from what 
preceded. Looking at the concentric rings of the diagram, we 
see that the inner rings represent the capital of the world and 
the outer ring the interest of that capital. The increasing 
wealth of the world may be looked for in the increasing capital, 
or it may be looked for in the fuller overflow from that capital 
into the consumption circle. That is, in calculating wealth we 
may capitalize income or discount capital. But we must not 

1 It will be observed that this case seems to vindicate the old wage-fund theory 
as regards certain industries. 
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add the one to the other, any more than we should calculate a 
man's wealth by adding his capital to his interest. Now 
hitherto we have looked exclusively at the increase in the 
dynamic wealth, and, having done so, it might be thought that 
we cannot look for any increased wealth in the circle of con- 
sumption. But this is not quite the case. If we escape from 
the calculations of value into calculations of utility, I think we 
shall find a possibility of wealth of no small importance. Here, 
however, we come upon a chapter in political economy which 
is only now being written ; that is, the effects of consumption 
on the increase and distribution of wealth. 

It is true that all finished goods are made to be consumed, 
and that all do in time pass over into the outer darkness of 
non-being. But there is consumption and consumption. The 
finished good may be such that it can be consumed only by 
one person ; that it can be consumed by that person only 
selfishly ; and that it can be consumed only at once. On the 
other hand, there are goods which can be consumed only by 
groups and by multitudes ; there are goods whose consumption 
is really the harvesting of fresh powers of production ; there are 
goods whose consumption may be spread over years and may 
enrich successive generations of men and women. It is not 
difficult, then, to see that on the constitution of these con- 
sumption goods depends a distinct possibility of gain or loss, 
of added wealth or added waste, which is quite apart from any- 
thing we have looked at. And the serious thing, to my mind, 
is, that we do not seem aware of the gigantic possibilities here. 
It is sober truth that we may be producing a greater amount 
of value every year, and so a greater amount of what we 
ordinarily call "wealth," without being aware that we are 
cutting away the foundations of real well-being. To put it 
concretely : What avails it, as regards humanity at large, how 
much we add to the dynamic wealth of land and machinery, if 
these forces are set, say, to manufacture fireworks, or build 
pyramids, or maintain standing armies ? 

What I wish to point out is, that the resources of the world, 
natural and historical, may be set to maintain society generally 
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in beautiful and healthful and good life, or to provide passing 
gratification — if not worse — to the desires of a few. In 
either case the consumption circle will be filled with the same 
amount of value, but the real wealth in the two cases will be 
infinitely different. This might be represented on the diagram 
by dividing the consumption circle into two ; the inner one to 
represent the consumption goods that remain in existence over 
periods of years, and also those whose consumption is social 
and not selfish ; the outer one to represent the consumption 
goods that are consumed and disappear within the year. While, 
then, the entire circle of consumption would grow absolutely — 
that is, more goods of all sorts would fall over into the life of 
man, — the inner circle would increase relatively: the sea of 
quick and selfish consumption, as it were, slowly retreating 
and leaving underfoot the firm ground of social wealth and 
new conditions. 

Here, then, are two responsibilities put upon consumers: 
one for consumption, one for production. Once goods are 
made and in the consumption circle, there is nothing to be 
done with them but consume them. The true office of con- 
sumption goods is, however, to support, not the idler, but the 
worker. In the idler wealth comes to an end; in the worker 
it turns into muscle and brain power, and is eternally repro- 
duced by them. It is the difference between a fire burning 
away in the open air and one placed below the boiler. We 
have, therefore, to see to it, first, that the goods made are not 
consumed by idlers. But, beyond that, we have to see to it 
that even the worker does not consume on himself selfishly 
what a number of workers might as well consume in company. 

In another place I have called this latter the "socializing of 
consumption," and I venture to think that it only requires 
mention to carry conviction that there are here very great 
possibilities of economizing the wealth we do consume. If 
society were once to realize that it is yet poor; that, therefore, 
it is not possible for all to be rich; and that, accordingly, it is 
the duty of every one to make his wealth go as far as possible : 
conscientious people would surely set themselves to think how 
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they might consume, not by warming their own feet at their 
own firesides, but by throwing open the doors for humanity to 
come in and enjoy the warmth with them. 

But beyond this responsibility for wise or foolish, selfish or 
unselfish consumption, there is a second. Consumption does 
not end with itself. It gives direction to dynamic wealth what 
forms to take. The demand for fireworks invests capital and 
enlists labor in gunpowder factories. It is certainly not the 
demand for bread that covers our fields with the bearded 
barley. The peculiar difficulty of the problem here is that the 
matter is in our hands, and yet not in our hands. It is true 
that all things exist for us, the consumers. It is our desires, 
unconscious or expressed, that dictate what goods shall be 
produced. But, on the other hand, we are not free, morally, to 
change the direction of our consumption without counting one 
peculiar cost. Industry is producing what it has been told for 
years to produce. The wages of millions who have no reserve 
to fall back on are bound up meanwhile with the continuance 
of production in the ancient channels of consumption. Con- 
sider, for instance, what would be the effect of throwing on 
society these two millions who, we are told, are engaged in 
England in that trade the economist has least sympathy with, 
the liquor traffic. Thus, to stop buying goods, even in the old 
foolish way, is to assume a responsibility for the dislocation of 
industry which few of us are wise enough — even if we were 
bold enough — to take on our shoulders. 

To go further into this subject would take us very far. I 
must content myself with pointing out that, pace Mr. Mill, 
every person who buys a pennyworth of goods in a shop is an 
employer of labor, and cannot escape the responsibility of 
guiding the direction which labor takes for good or ill. 

William Smart. 
Glasgow, Scotland. 



